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OUR MERCHANT MARINE. 

BY THE HON. SEKENO E. PAKNE, CHAIRHAN OF THE COMMITTEE 

ON THE MERCHANT MARINE AND FISHERIES IN THE 

HOUSE OF REPRESENTATIVES. 



"Whosoever commands the sea, commands the trade; -whoso- 
ever commands the trade of the world, commands the riches 
of the world, and consequently the world itself." 

The fathers were early imbued with the wisdom' of these words 
of Sir Walter Ealeigh, and at the very beginning of our national 
existence adopted measures for the upbuilding of the American 
merchant marine. They had experience under the restrictive laws 
of Great Britain, which allowed American ship yards to build 
nothing larger than sloops that could not take part in the ocean 
carrying trade to any great extent. Under this policy, prior to the 
adoption of the Constitution, we were carrying only about eleven 
per cent, of our foreign commerce in American ships. The First 
Congress passed an act imposing discriminating duties upon goods 
imported under a foreign flag. They also imposed enormous ton- 
nage taxes on vessels sailing under foreign flags. On the first 
of September, 1789, Congress provided that none but American 
built vessels should receive an American register and carry the 
American flag. This act has remained in full force until this day; 
an exception only having been made in the case of the " New 
York " and " Paris " in 1893. 

This last act has afforded complete protection to the coast- 
ing and lake trade. Under its fostering influence this commerce 
has increased to immense proportions. No other nation has any 
domestic trade that equals it. It furnishes the lowest water trans- 
portation in the world. It has been the most potent influence 
in keeping alive the shipbuilding industry in this country during 
the last half century. 
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In 1794 Congress passed an act imposing an additional duty 
of ten per cent, upon the goods imported in ships or vessels not 
oT the United States. This act, or one suhstantially like it, has 
remained on the statute books down to the present day. But it 
has long since lost its effectiye force by reason of the treaties 
made with the different maritime nations of the world. 

Down to about 1840 vessels engaged in commerce were built 
of wood. This gave our nation great advantages. Our forests 
furnished the raw material for the building of ships at a far 
less cost than that attainable by any other nation. Once our 
ship yards were established, this advantage enabled us to build 
ships cheaper than could any other people. Under these fostering 
influences, we were soon able to carry from eighty to ninety per 
cent, of our ocean commerce in vessels under the American flag. 

Feeling secure because of this advantage in the cost of building 
ships, our law makers began to yield up the various protective 
measures which Congress had enacted. By various treaties, com- 
mencing with Great Britain in 1815, we surrendered discriminat- 
ing duties on imported goods. This was followed by the act of 
1828, which provided for the discontinuance of discriminating 
tonnage duties whenever a reciprocal arrangement of the same 
nature could be effected with foreign nations. Smaller maritime 
powers took advantage of this act at once. Great Britain soon 
followed, and now nearly all the maritime nations have relieved 
themselves from the burden of this legislation. 

In 1838 the practical importance of steam navigation first 
appeared, with a force which has since revolutionized the ocean 
carrying trade. Great Britain was quick to see this opportunity. 
She could build ships equipped with steam power more cheaply 
than it was possible f-^r us to do in this country. She entered upon 
a policy of subsidies, and made her first contract for the Cunard 
line in 1839. The contract provided for four steamships at a yearly 
subsidy of eighty-one thousand pounds. Increased advantages 
were given to the Cunard Company in 1846, 1854 and 1858. To 
offset the effect of this action on the part of Great Britain, Con- 
gress passed a subsidy bill in 1845, which continued in force until 
repealed in 1858. Under these varying conditions, although 
Great Britain had made considerable inroads in capturing our 
carrying trade in later years, still we held sixty-six per cent, of 
it in 1860. Then followed the War of the Eebellion, which drove 
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half of the American ships from the ocean. Since that time the 
change in construction of vessels from wood to steel, the cheaper 
construction in British yards, and the almost entire absence of 
any legislation to encourage the American merchant marine, has 
caused a gradual and pitiable decline, until now we carry only 
about eleven per cent, of the commerce of the United States. 

This has entailed a great loss upon our people. The esti- 
mated annual freight receipts in our foreign carrying trade is 
placed at a low figure at one hundred and seventy millions of 
dollars. This condition means much to all our people. It means 
the drain of that much gold every year. Could it be distribu- 
ted in this country, it would add this vast amount toward na- 
tional wealth. It would go to the artisan, the merchant and the 
farmer. 

The attention of thinking men has been directed for many 
years to the decline of American shipping and the problem of its 
restoration. Just now our attention is called to it in a striking 
manner by the development of Asiatic trade. Japan is furnishing 
such a market that we are unable to charter ships under any 
flag suificient to carry the steel, cotton and other goods required 
of us. Hastening .events are opening wide the doors of trade in 
China. Now is the opportunity to get into these new markets 
of the world. 

Trade follows the flag. "We are ready to compete with the 
world in everything made from iron, steel and cotton, and a hun- 
dred other things. We want a market for the cereal products of 
the Northwest and the Pacific slope, without sending them to~ 
Liverpool, and paying toll to Great Britain, before they reach 
Asiatic ports. The same is true of the South American markets, 
both on the Atlantic and the Pacific. To reach these markets now 
we must send our mail, and often ship our goods, by the way of 
Liverpool. This is a terrible handicap to our trade. American 
vessels, manned by Americans, would result in great advantage 
in marketing American goods. All admit the desirability, from a 
purely commercial standpoint, of building up our merchant ma- 
rine. 

In case of war between Great Britain and Germany, the ships 
that carry our commerce would be driven from the sea. "We 
cannot estimate the interruption to commerce, the inconveni- 
ence and loss to our foreign trade that would follow. The ad- 
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vantage, in time of a war of our own, in having great ships that 
may be turned into cruisers and transports was demonstrated in 
our late affair with Spain. The four auxiliary cruisers from 
the American line, thoroughly manned with experienced seamen 
and engineers, ready for duty at a. moment's notice, saved us many 
times all the money we have ever paid to maintain this line. 
Panic in our coast marine service followed the starting of Cer- 
vera's fleet. The sailing of our merchant cruisers, and the fact 
that they could locate and report the Spanish fleet, in ample 
time for Sampson to intercept them, restored confidence and saved 
our coastwise trade. 

The necessity being demonstrated, the question presents it- 
self. What course shall be adopted ? Some of our citizens sug- 
gest free ships. That would open the door and allow vessels built 
in a foreign yard to be registered and sailed under the Ameri- 
can flag. It is unquestionably true that a steel steam vessel 
costs more, built in the United States, than on the Clyde. The 
materials from which it is made, in the advanced state of man- 
ufacture at which they are laid down in the. ship yard, cost about 
the same here as in Great Britain. But the difference is in the 
cost of labor. On the Clyde, the material constitutes about two- 
thirds the dost of the ship and the labor one-third. In the 
best ship yards in America, the labor in the yard equals one- 
half the cost of the ship, while the material equals one-half. In 
other words, labor here costs fifty per cent, more than the price 
abroad. Could we employ our American yards to their full ca- 
pacity, this difference would be greatly reduced. Go further, and 
give Yankee ingenuity and inventive genius full play in our 
American yards, and the time will soon come, as it has already 
come in all processes for the manufacture of iron and steel, when 
the improved method and machinery will counterbalance the 
greater wage paid in this country. Already the use of pneumatic 
tools, an American invention, is doing much to reduce the cost in 
American ship yards. Certainly it would not seem wise to reverse 
our policy and close our ship yards with the admission of free 
ships, just as we are getting in a way to make the best ships that 
float. 

But free ships would not overcome this difficulty. It costs 
more to run a ship under the American flag than under a for- 
eign flag. Statements made by owners of vessels similar in char- 
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acter, sailing under the American flag and under foreign flags, 
giving the details of expenses, show that the sailor of an American 
vessel receives about double the wages paid to those sailing 
under the foreign flag, and that by the same owner. A foreign 
sailor will cross the dock from an English or a Norwegian vessel, 
and, shipping under the American flag, will demand double wages 
and the full American bill of fare. Our navigation laws require 
a better and more expensive fare, and every charge of maintenance 
is increased. If our ship owners could buy to-day where they 
please, it would not tend in the least degree to solve the problem. 

A return to the discriminating duty of ten per cent, upon all 
imported goods is suggested. This worked well at the beginning 
of the century, but conditions have changed. In the first place, 
we would be required to abrogate all our treaties, for in them we 
have agreed to make no discrimination of duty. This, by the 
provision of each treaty, requires a notice of at least twelve 
months; in many of these it requires a notice of at least two years. 
It would take over two years to get such a law in operation. Mean- 
while, British and German merchants, sending their goods under 
their own flag, would have become firmly intrenched in the Asiatic 
markets; and the present opportunity would be lost. Close fol- 
lowing upon the abolition of the treaties would come retaliation. 
Discrimination would be restored against us, if not in tariff, in 
tonnage and other dues. This method of relief seems imprac- 
ticable. 

Another suggestion has been made, that we pay export bounty 
upon all the commodities sent out of the country in American 
vessels. Here, again, we are met with treaty obligations that must 
be abrogated. But even ,if these were abrogated, each other 
country could impose an import duty equal to our export bounty, 
just as we are to-day doing in our tariff laws upon all bounty 
paid sugars. Such a provision as this could be so easily met 
that it is not worthy of consideration. 

This leaves, then, as the only alternative, a proposition to 
equalize the conditions of running American built vessels under 
the American flag, by the Gov^ernment paying a sufficient com- 
pensation to the owners to make up for the increased cost of sea- 
men's wages, provisions, and so forth, in sailing an American 
vessel under the American flag. We have already seen that an 
American built vessel costs more than a vessel built elsewhere. 
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Having determined what this difference in cost is, we must com- 
pensate for the interest on the investment (generally borrowed 
capital, for which the owner must pay interest), for the insurance, 
which will cost six per cent, annually on the additional cost, and 
for the depreciation of the vessel by age, on the basis of the differ- 
ence in cost. We must add to this the difference of the running 
expenses of the vessel under the American flag. When we have 
done this, we have simply equalized the conditions. Nor does 
this meet the whole question. France is paying a general bounty 
to all her vessels. Germany is paying large subsidies, both to her 
lines engaged in the American trade and, by recent contract con- 
templating the construction of a number of new vessels, a large 
subsidy for the lines engaged in the Asiatic trade. Great Britain 
pays large mail subsidies to certain lines, amounting to about 
five million dollars a year, lines with which our new Ameri- 
can merchant marine would come into direct competition. These 
countries not only have the advantage of cheaper labor, but their 
shipping has the advantage of these subsidies. 

The bill proposed, and now pending in the House of Repre- 
sentatives, " to promote the commerce and increase the foreign 
trade of the United States, and to provide auxiliary cruisers, trans- 
ports, and seamen for government use when necessary," has been 
carefully framed, with a view to meeting the conditions arising 
from the increased cost of building and sailing an American 
vessel. With such aid as this bill affords, it is believed that Amer- 
ican capital will come forward to meet the requirements of the 
situation. The bill provides that contracts may be made under 
it, to run for a period of twenty years, securing payment to own- 
ers of vessels plying under the American flag, in annual sums 
sufiicient to equalize the difference in cost of American and for- 
eign ships, and the expense of running them. American ship 
yards are not prepared to meet at once the emergency and pro- 
vide sufficient tonnage required for the present condition of af- 
fairs in the South American and Asiatic trade. The bill, there- 
fore, allows the registering of foreign built vessels to a limited 
extent, to receive the benefits of the act, providing that American 
built tonnage is added in a proportionate amount during the 
reasonable time named in the bill. It requires of the vessel own- 
ers, in return for this compensation, that they carry the United 
States mail at all times free of charge; that they carry at least 
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twenty-five per cent, of Americans in their crew; and that the 
vessels may be used by the Government in times of war. It 
also requires the instruction of a number of American boys as 
sailors. 

The expenditure under the bill will not be large for the 
first year. The Commissioner of Navigation estimates that it 
would amount to about five million dollars in the fifth year, and 
to eight million dollars in the tenth year of its existence. By 
a proposed amendment, no contract can be made under the bill 
after ten years from its passage. The latter figure, eight million 
dollars, represents the total expenditures of France for a similar 
purpose in 1897. Great Britain spent as much as six million dol- 
lars a year as late as 1870 for a similar purpose, and is spending 
more than five million dollars now. She spent two hundred and 
fifty million dollars in fifty years. 

The result aimed at is one to be greatly desired. The saving 
to this country in money paid as freight, would amount to many 
times the expenditures under this act. The saving in money 
which must necessarily be paid in carrying our mails, especially 
as the result of our growing commerce, would prove a large offset 
to the amount paid under this bill. 

As a matter of national defense, the expenditures under the 
bill will accomplish far more than the like amount of money 
spent in additions to our navy. 

In 1793, Mr. Jefferson, after speaking of the value of the 
merchant marine from a commercial standpoint, added: " But it 
is as a resource of defense that our navigation laws will admit 
neither neglect nor forbearance." 

Mr. Arthur Sewall, in advocating this bill before a commit- 
tee of the House recently, said: " Pass this bill and dot the shores 
of the Atlantic and Pacific with busy ship yards. Never mind 
your navy; with the facilities afforded us by these ship yards, we 
could build a navy in ninety days." 

We have reached the period of a new development in Ameri- 
can industries. The beginning of the next century will see this 
nation making giant strides toward capturing the markets of 
the world. The conditions are all favorable to this. We have 
reached that stage of perfection in manufacture where our goods 
recommend themselves. We can make the best. In many lines we 
can make them at the lowest price, and by improvements in meth- 
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ods we are swiftly reaching that point in all lines. Brought 
face to face with the problem of cheap production in supply- 
ing our own market, the American mechanic is thinking out the 
best methods, the best machinery, and is accomplishing the best 
results. 

But we must provide the means of transportation under the 
American flag. 

When we do this, our commercial victory is won, and there 
can be no limit to our commercial achievement. 

Seeeuo E. Payne. 



